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ALPHABETICAL INDEX 
P R E F A C E . 
P R O G R E S S is a law of nature and the order of civilization. 
Since man emerged from his gloomy home in the forest and 
ocean caves and reared to himself humble cabins and gorgeous palaces, 
of progress, the system of Account-keeping has progressed from knots 
in strings, notches in reeds and pebbles in chests, to the perfect equi­
librium system of Double Entry Book-keeping, which, to-day, in its 
manifold forms, holds trade and commerce in their orbits, and maintains 
in harmonious revolution the financial values of the business world. 
The following Manual on Auditing is presented to aid in dis­
seminating, in an economical form, knowledge which is of practical 
interest to all Book-keepers and to all Business Aspirants. 
A thorough knowledge of Auditing is a crown of honor, and it 
should be worn by all who hope to achieve victory in their manifold 
contests for fortune and fame on the fields of Business. 
The work here given, though brief, will, it is believed, be of 
service to thousands of book-keepers and business men, who have not 
heretofore had an opportunity to study the subject, for want of books 
treating thereof. The author's large work, the N e w S c i e n c e a n d 
P r a c t i c e o f A c c o u n t s , which combines this subject with Higher 
and Expert Accounting, Joint Stock Company Book-keeping, and 
Complex Adjustments in Corporation Accounting, is too expensive to 
be possessed by many who need this knowledge, and hence these few 
pages are presented, at a small cost. 
Indulging the hope that the work may be of some service to the 
aspiring lover and learner of Auditing and Accounting, the author sub­
mits it to the business public with his professional greetings. 
evolution has been busy in every field of industry, in every line of pro­
fession, and in every department of science, changing lower to higher 
forms, destroying ignorance and enthroning truth. And in this march 
T h e A u t h o r . 
N e w O r l e a n s , August 17, 1892. 
AUDITOR AND AUDITING. 
The word AUDITOR is der ived from the Lat in , Audire, to hear , and i t ha s 
several meanings , according to t h e appl icat ion made of i t . 
A n Audi tor , in t he par lance of business , i s : 1. A person appoin ted or elected to 
examine, i. e. aud i t t h e accounts of persons en t rus ted wi th money. 2. A person 
appo in ted to examine (audit) t h e accounts , or t he Books of Account and t h e 
F inanc ia l S t a t emen t s , Balance Sheets , etc. , of houses or corporat ions from which 
he receives his appoin tment . 3. A person appoin ted to examine (audit) a pa r t i cu la r 
account and certify t h e resul t . 4th. A person elected by the electors of a S t a t e to 
keep t h e " p u b l i c accounts , books, vouchers, documents , and all other papers 
re la t ing to t h e accounts and cont rac t s of t he S ta te , and i ts revenues, deb t s and 
fiscal affairs," no t required by law to be kep t by some other person, Secre tary of 
S ta te , Treasurer , etc. The dut ies of a S ta t e Aud i to r are numerous and are specified 
by law. S t a t e Aud i to r s a re bonded officers, and a re general ly good apost les of 
t h e polit ical faith of t he par ty which elected them. They should be good 
accountan ts . 
NOTE.—Too often some soc ie ty y o u n g gent leman is appointed Auditor w h o k n o w s b u t l i t t l e 
more of the Science of Accounts t h a n Cal igula's horse Inc i ta tus k n e w of the L a w s of R o m e ; or 
i t m a y be some l a w y e r w h o is c l ient less and w i t h o u t account ing or business knowledge , but whose 
father or father- in- law has some po l i t i ca l c laim upon the appo in t ing party . 
I n all such cases, confusion confounded resul ts in t h e accounts and all part ies in interes t are 
made t o suffer t h r o u g h t h e i n c o m p e t e n c y of ignorant Auditors . 
F U N C T I O N S O F A U D I T O R S . 
The special functions of a Commercial or General Business Aud i to r a r e : 1. To 
compare t h e charges and expendi tures wi th t h e vouchers or receipts . 2. To 
crit ically examine all t h e accounts . 3. To classify and d is t r ibute , t h rough a 
D i s t r i b u t i o n J ou rna l , or Book of Register, t he var ious d isbursements of a 
Corporat ion to t h e accounts to which t h e y proper ly belong, as per vouchers , or as 
may be de termined by t h e Board , or as fixed by law in some lines of business . 
4. To a t t e s t t h e resu l t of h is aud i t wi th his certificate and s ignature . I n performing 
these dut ies , he is to receive all needed explanat ions and ass is tance from the par t i es 
concerned, or from t h e officers of t h e corporat ion whose accounts and s ta tements 
he is audi t ing . 
N O T E . — I n E n g l a n d , t h e Jo in t Stock Companies Act o f 1862, empowers Auditors to examine 
t h e part ies and w i t n e s s e s , t o a l l ow or reject charges , and t o revise balances . Also, i f necessary, to 
employ , at t h e e x p e n s e o f t h e Company, Accountants or other persons t o ass i s t t h e m in the i r 
inves t iga t ions . Under this same E n g l i s h L a w , some one or more Auditors are e lec ted annual ly b y 
t h e Company t o represent t h e shareholders, e x a m i n e t h e accounts , books, s t a t e m e n t s and affairs 
o f t h e Company before t h e same are presented by the Directors to the shareholders, a t the 
annual , semi-annual , or quarter ly mee t ings of the Company. The Auditor or Auditors for t h e first 
year are appointed by t h e Directors , thereafter by the Company. T h e y m a y be members of t h e 
Company, provided, t h e y are not Directors or other officers of the Company, and provided t h e y are 
n o t interested in any transact ion of t h e Company o therwise t h a n as shareholders . 
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C O R P O R A T I O N A U D I T O R S . 
The Corporat ion Laws of the different S ta tes of t he Union are general ly silent 
r ega rd ing t h e examinat ion of t h e Accounts and affairs of p r iva t e Corpora t ions , 
by Audi to rs . I n cases, where Corporat ions appoint Aud i to r s , such Audi to r s a r e 
to be governed by t h e orders of t h e Direc tors or t h e appoin t ing a u t h o r i t y ; t h e y 
a re no t author ized by law to p ro tec t t h e in te res t s of t h e s tockholders or t he publ ic , 
as required by t h e Corporat ion Laws of Eng land . 
NOTE.—The U n i t e d S ta tes Nat iona l B a n k i n g L a w requires t h a t t h e publ ic s t a t e m e n t s o f 
Nat iona l B a n k s shal l be m a d e under t h e oa th of the Pres ident or Cashier, of t h e respec t ive B a n k s . 
B y the Corporation L a w s of most o f t h e S ta tes , the publ ic S ta tements of State Banks are t o 
be verified b y the affidavits a n n e x e d thereto, b y t h e Pres ident a n d Cashier ; and for other p r i v a t e 
Corporations, b y t h e Pres ident and Secretary. 
I n t h e several S ta tes of our count ry , t h e custom var ies r ega rd ing Corporat ion 
Audi to rs . Sometimes one or more persons a re elected or selected by the Direc tors 
or Stockholders to audi t t h e accounts and financial affairs of t h e C o m p a n y ; and 
sometimes t h e Direc tors appoin t a Commit tee of F inance whose function i t is to 
approve and order pa id all bills, and to a t t e s t t h e correctness of t h e books and 
s t a t ement s a t t h e t ime d iv idends a re declared, or when periodic s t a t ement s a re 
rendered to t h e Stockholders . 
La rge Corporat ions, l ike Rai l roads , Fac tor ies and Mining Companies h a v e 
generally an Audi tor permanent ly employed to make regular periodic aud i t s of t h e 
books and accounts of t h e different account ing officers of t h e Corporat ion. 
A n Aud i to r of th i s class should h a v e access to t h e books a n d accounts of t h e 
Company a t all reasonable t imes, and to ass is t him in m a k i n g his inves t iga t ions , 
he should h a v e t h e r i gh t to consult wi th t h e Direc tors or any other officers of t h e 
Company. 
A n Audi tor , when serving a Corporation, should be the critical represen ta t ive of 
t h e Stockholders, t he reviewer of t he work of t h e financial officers, a n d also 
t he Supervisor of t h e Board of Directors , in case they have neglected their dut ies 
or intentionally p repared erroneous accounts or s t a tements to be presen ted to the i r 
Stockholders . 
This l a t t e r function of the Audi to r is generally, in th is country , cur ta i led by 
t h e Board of Directors . I n Eng land , as shown above, where more experience and 
more corporat ion ethics prevail , t h e function of the Audi to r ex tends even beyond 
w h a t we h a v e here indicated. 
The wisdom and necessity for t h e exercise of th is function of an Aud i to r is too 
often seen in corporat ions whose officers feel a cons tan t incent ive to make the bes t 
possible financial showing to the s tockholders , upon whose favor thei r cont inuance 
in h igh salaried posit ions often depends . A n d again, when t h e Directors or officers 
of a Company wish, for any cause, as is sometimes t he case, to " b e a r " or " b u l l " 
t he stock. 
S T A T E OR P U B L I C A U D I T O R S . 
The Legis la tures of many S ta t e s appoin t periodically Audi to rs , or Com­
missioners to examine a n d repor t upon t h e financial affairs and s t and ing of S t a t e 
Banks and other S t a t e Ins t i tu t ions . These services a re sometimes so inefficiently 
rendered by reason of t he incompetency of t h e Audi tors , or Commissioners, t h a t in 
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some cases, where favorable repor t s were made, t he banks were hopelessly 
insolvent, t h e securit ies were hypotheca ted , and the b a n k officers were defaul ters 
for h u n d r e d s of thousands of dollars . 
Men who are no t Accoun tan t s should never be en t rus t ed with the adminis­
t ra t ion of publ ic or p r i v a t e funds, or wi th t h e examinat ion of such adminis t ra t ion. 
F o r experience proves t h a t even Honorab le S ta tesmen who a r e capable of holding 
the ship of S t a t e to t h e Nor th S ta r of the i r polit ical creed, a re no t capable of 
efficiently manag ing or of inves t iga t ing t h e financial affairs and t h e financial 
ins t i tut ions of a S ta te , unless they possess a fair knowledge of account ing and of 
financiering. 
S Y L L A B U S F O R A U D I T O R S . 
W e presen t t he following as a syl labus to be followed by Audi to rs , subject to 
such var ia t ions as t h e charac te r of t h e business whose accounts they a re audi t ing 
may require, and the ins t ruc t ions received from t h e appoin t ing a u t h o r i t y : 
1. The Aud i to r should remember tha t , a l though a Financia l S ta tement , a 
Trial Ba lance , a Balance Sheet , or a Ledger may be in balance , such ba lance is not 
proof of its correctness; i t is only p resumpt ive proof. E v e r y i tem in a S ta t emen t 
of account , every debi t and credi t in a Tr ia l Balance , or a Balance Sheet , and 
every Account in a Ledger may be wrong, and y e t t h e S ta tement , t h e Tria l Balance , 
the Balance Sheet , or t h e Ledger Accounts may be in balance. Hence t he Aud i to r 
must n o t certify S t a t emen t s of Account as correct , of his own knowledge, unt i l he 
has inves t iga ted them from t h e source to t h e final exhibit . These facts will no t , 
however, p r even t him, in t h e performance of his official dut ies , from accept ing as 
correct, in many cases, var ious facts, figures, and accounts, on t he author i ty of 
the par t i es whose accounts he is audi t ing . 
2. The Audi to r should b e supplied wi th a list of all the books kep t by the 
Company, or business , wi th all F inanc ia l S ta tements , with the Balance Sheet , 
showing t h e resources and liabili t ies of the Company, or t he business , and with all 
vouchers, i n s t rumen t s a n d accounts re la t ing there to . 
3. H e should also, in cases where he deems i t advisable , receive from the 
officers of t h e Company or the book-keeper of t h e business, a brief explanat ion of 
the system by which t h e account ing work and the business have been conducted. 
W i t h th i s information, he is be t t e r p repared to proceed wi th t he audit . 
A U X I L I A R Y B O O K S — C A S H R E C E I P T S . 
4. The Audi tor should t h e n proceed to compare and check all t h e i tems of 
cash receipts wi th t h e A u x i l i a r y B o o k s and the D i f f e r e n t S o u r c e s from 
which cash is received, v i z : Depa r tmen t Cash Sales Books, Collectors ' Books, 
Correspondence Book, S ta t emen t s of Remit tance , Ins ta l lment Book, Special 
Independent Ledgers , etc. , according to the n a t u r e of t he business . 
I n doing th is , h e should look critically for t h e O m i s s i o n s of receipt entries, 
and for t he t ransposi t ion of figures, in t h e General Cash Book. 
I n the first audit, he should look critically to t h e opening entr ies . 
A U D I T O R A N D A U D I T I N G . 
I N D E P E N D E N T L E D G E R S 
5. To more fully i l lustrate the work of Independent Ledgers, we will suppose 
t ha t money is received from say 250 tenants of rooms in several leased buildings. 
In th is case i t would be convenient and labor-saving, to keep a special Rent Ledger 
with the lessees on the Single E n t r y method and to enter the monthly, weekly, or 
daily collections in the Cash Book, to the credit of Ben t Account. 
I n many lines of business such Independent or Special Ledgers are kept , and in 
all such cases care must be t aken by the auditor to see t h a t the proper amounts have 
been charged to the lessors in said Ledgers and t ha t all t he i tems of collections have 
been entered in the general Cash Book. 
C A S H D I S B U R S E M E N T S . 
G. H e should compare and check all the i tems of Cash disbursements wi th t he 
vouchers or receipts. 
In doing this , he should look critically for duplicate receipts, for duplicate entries, 
and for the transposit ion of figures. 
H e should also see, in case of corporations, t h a t the disbursements of cash were 
authorized by a resolution of t he directors duly recorded in t he Minute Book. 
H e should examine all B a n k Pas s Books and all Check Books, and see whether 
the balances of the B a n k Pass Books are t he same as those of t he Check Books. 
If the balances check, he should write the initials of his name and the da te of t he 
audi t on each Check Book. 
He should count the cash on hand and see if the aggrega te cash on hand and in 
bank corresponds with the balance of cash called for by the books. 
E R R O R S O F ACCOUNT. 
7. H e should inspect each entry and note whether an error of debit or credit 
has been made. 
In doing this , he should be critical in discriminating between charges or debits 
which should be charged to the value of some Proper ty Account, and those which 
should be charged to Expense , Repairs , Revenue, or Profit and Loss. 
To elucidate th is point, we will assume t h a t the Audi tor finds t h a t the Real 
Es ta t e of a Fac tory has been charged with Repairs $2000, and with Taxes $500. 
This was an error of account, or an error where a Proper ty Account was debited, 
when some account showing loss or gain only should have been charged. B y th is 
erroneous charge, Real Es t a t e is made to show a false value of $2500, and the busi­
ness a false gain of the same amount. 
The following Formula of ent ry mus t be made to correct t he e r ror : 
Sundries To Real E s t a t e - 2500 00 
Repairs , 2000 00 
Taxes (or Expense) , 500 00 
With proper explanat ion, s h o w i n g w h y the entry is made. 
I t should not be forgotten t h a t expenditures to mainta in proper ty in i t s 
8 
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C A P I T A L STOCK, T R E A S U R Y STOCK A N D O P E R A T I N G C A P I T A L . 
(See Soulé's New Science and Practice of Accounts on all these Subjects). 
8. H e should give special a t t en t ion : 1. To see t ha t the Capital is nei ther more 
nor less t h a n the Char ter or Art ic les of Association specify. 2. To note the charac­
ter of Treasury Stock, if any. 3. To note t he character of Work ing or Opera t ing 
Capital , if any. 
If the re is Treasury Stock on hand not fully paid, the amount should be 
separate ly s t a t ed for t h e benefit of t he stockholders. For in case of t he l iquidat ion 
of the Company, t h e stockholders would be liable pro rata, for t he amount unpa id 
on said Treasury Stock, or for such a pro rata p a r t thereof, as migh t be necessary 
to p a y the liabilities of t he Company, i. e. t hey would be responsible for an amount 
t h a t would be due by other part ies , were t he other part ies t he holders of the Stock. 
NOTE.—It i s an open quest ion in th i s country w h e t h e r Corporations have t h e r ight t o purchase 
and h o l d the ir o w n stock as an inves tment . B u t th i s is often done; and, where t h e Capita l S tock 
i s p a i d for by ins ta l lments and in cases w h e r e t h e Company commences bus iness before t h e w h o l e 
cap i ta l i s subscribed, there i s of necess i ty Treasury Stock on hand. The Nat iona l B a n k i n g L a w 
forbids Nat iona l Banks to purchase or ho ld their o w n Capita l Stock, or t h e Capital Stock of a n y 
other incorporated company, unless such purchase i s necessary to prevent loss upon a debt pre­
v ious ly contracted, and in such case t h e same mus t be sold wi th in s ix months , provided i t can be 
done w i t h o u t loss. 
P E R S O N A L A C C O U N T S D U E A N D B I L L S R E C E I V A B L E . 
9. H e should consider the value of the personal debts and Bills Receivable ; 
are they good, doubtful or worthless? 
The usual manner of audi t ing Personal Accounts is to compare the Ledger 
debi t ba lance of each Personal Account wi th t he amount shown in the S ta tement 
or Balance Sheet. This is a very unsatisfactory way of audit ing, for i t does not 
fully protect t he shareholder. Many of t he accounts may be worthless or doubtful, 
purchased or marke t value, are chargeable to Repairs or Renewals Account, and 
t h a t expendi tures which have increased t h e purchase or marke t value of proper ty 
a re chargeable to t he proper ty as Increased Cost. 
N O T E . — W h e n i t i s desired to show the ga in or loss on Real E s t a t e or on other property, the 
same may be charged w i t h al l expenditures thereon and credited w i t h al l sales and revenues. And 
t h e n w h e n div idends are declared or the books closed, i t w i l l be credited b y inventory at market 
va lue and closed into Profit and Loss. Or a separate account m a y be k e p t for t h e Expenses and 
Revenues of each piece of Real E s t a t e or other property. 
— 10 — 
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Interest , New Account , -
To In te res t , Old Account , -
For accrued interes t on the fo l lowing D e b i t Balances and 
Bil ls R e c e i v a b l e : 
L . F . Shutz , $ , days @ 5%, - % 
R. Camara's note, %... , days @ 6% - $ 
For Doubtful Debts and Anticipated Loss on Bills Receivable, the following 
Formula of Journal Entry should be made: 
Profit and Loss, Old Account , -
To Profit and Loss, New Account , - -
For % es t imated loss on $ Personal Accounts 
and $ Bi l ls Rece ivable , as per l i s t in Stock or Inven­
tory Book. 
(See Soulé 's N e w Science and Pract ice of Accounts , 
t rea t ing th i s subject at l e n g t h ) . 
NOTE.—In entries of th i s character, the debit or credit of Old Account is first pos t ed , the 
Ledger Account is t h e n c losed; after which , the i t em of N e w Account is posted. 
Quest ions and entr ies of th i s charac ter more proper ly per ta in to t h e function 
of t h e book-keeper t h a n the Audi tor . Yet i t is t he function of the Audi to r 
to adjust all such ma t t e r s in his audi t , when they have been omit ted by the 
book-keeper. 
P E R S O N A L A C C O U N T S C R E D I T , A N D B I L L S P A Y A B L E . 
10. Does t he Company owe the personal accounts and the Bills Payab le 
liabilities shown by the books? 
and others may h a v e been paid and no credi t given. By such an examination, the 
Audi tor can only certify t h a t t h e S ta tement or Balance Sheet agrees wi th the 
books. 
I n ordinary cases, i t is pe rhaps no concern of t he Audi to r whether t h e accounts 
a re good or bad . H e may re legate t h a t quest ion to t h e decision of t h e Directors. 
B u t where i t is impor tan t to have accura te resu l t s and t h e whole t r u t h (and when, 
in account ing, is th is not t h e case?) then, wi th or wi thout t he aid of t he Directors , 
t h e Audi to r should consider these ma t t e r s and determine the t rue value of the 
accounts by confidential correspondence or inves t iga t ion . 
Rega rd ing t h e Bills Receivable, he should see whe ther they have been 
discounted or a re on h a n d ; and if on h a n d and overdue, whether or not they have 
been paid, on receipts , and no credi t given. 
I n case the re is accrued in teres t on any of t he Bills Receivable or Pe r sona l 
Accounts , credi t should be given to Profit and Loss or Revenue Account therefor. 
The following Formula of E n t r y in the books of the house or Corporation 
would adjust t he accrued i n t e r e s t : 
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Real E s t a t e (or P l an t ) , 
To Profit and Loss , 
For increase in va lue s ince the las t Audit , (or c los ing of 
books , or s ince the prev ious d iv idend) . 
NOTE. 1. In case the property has decreased in va lue , reverse th i s Formula of Entry , or 
proceed according t o t h e F irs t Method. 
NOTE 2. W h e n th i s Formula of E n t r y i s made, close t h e Real E s t a t e or P l a n t Account by 
Balance and bring the balance d o w n . I t is here presumed tha t no expense or revenue entr ies h a v e 
been pos ted to such account . I f such has been done, t h e n proceed according to the F irs t Method. 
D U T Y O F T H E A U D I T O R A N D T H E E N T R Y TO A D J U S T T H E I N C R E A S E 
I N V A L U E O F S T O C K S OR B O N D S , W H E R E T H E B O O K S W E R E 
C L O S E D W I T H A N U N D E R V A L U A T I O N O F STOCK. 
13. Should t h e Audi to r find t h a t say, 200 shares of F o u r t h Nat ional B a n k 
Stock valued a t $125 per sha re a t t h e previous audi t , a re now wor th $150 pe r 
4000 00 
4000 00 
Rega rd ing th i s class of l iabili t ies, t h e Audi to r should be very cr i t ical and 
ascer ta in if t h e r e a r e any ou t s t and ing accounts or bills t h a t h a v e no t been credi ted 
in t h e books or s ta tement . The Directors should aid him in th i s ma t t e r by 
certifying to him t h e accuracy of t he books or s t a t emen t on th is point . 
I n case t he re is accrued in te res t on Persona l Accounts or Bills P a y a b l e , t he 
Audi to r should adjust t h e same t h r o u g h t h e E n t r y , In t e re s t Old Account to 
In t e re s t New Account , if i t h a s not been done by the book-keeper. 
A R E T H E G O O D S OR O T H E R P R O P E R T Y C O R R E C T L Y V A L U E D ? 
11. This point should be carefully examined whenever any s t a t emen t is m a d e 
showing financial s t and ing or ga ins and losses, or before declar ing d iv idends . 
The Aud i to r should see t h a t all s tocks a n d bonds a re inventor ied a t the i r 
m a r k e t value. W h e n merchandise , mater ia l , rea l es ta te , p lant , etc., a re inventor ied, 
he should be p re sen t wi th a competen t appra i se r to work in concert wi th t h e officers 
appoin ted by t h e company, t o " t a k e s tock . " 
Business men deceive themselves , and corporat ions deceive the i r s tockholders 
and t h e publ ic when they do not place thei r personal and real p roper ty a t the i r 
t r ue value. 
I N C R E A S E OR D E C R E A S E I N T H E V A L U E O F P R O P E R T Y . 
12. Should t h e Audi to r find t h a t real e s t a t e or p l an t h a s increased in value since 
t h e las t audi t , say $4000, he will increase Profit and Loss or Revenue S ta t emen t 
th i s amount , and in t h e books he should adop t one of t h e following m e t h o d s : 
F I R S T M E T H O D . 
M a k e a new Inven tory for t he p resen t va lue , credi t t he account by Inven to ry 
for t h e said value, close t he account into Profit and Loss, and br ing the Inven to ry 
va lue down. 
S E C O N D M E T H O D . 
A U D I T O R A N D A U D I T I N G . 
share, he should credi t Profit and Loss or Revenue S t a t emen t $5,000, and, on t he 
books, make the following Formulas of E n t r i e s : 
F I R S T F O R M U L A OF E N T R Y . 
Profit and Loss, New Account , 
To Profit and Loss, Old Account , 
5000 00 
5000 
For (150—125)=25 per ct . increase in va lue on the par 
of 200 shares a t $100=$20,000 of Fourth Nat ional 
Bank stock held by the Company. 
00 
NOTE .—Post the i tem of Profit and Loss, Old Account , t h e n close t h e books. After the books 
h a v e been closed, then post the i t e m of Profit and Loss , N e w Account . 
SECOND F O R M U L A OF E N T R Y . 
F o u r t h Nat ional B a n k Stock, - - -
To Profit and Loss, 
5000 00 
5000 
( W i t h e x p l a n a t i o n as a b o v e ) . 
00 
D U T Y O F T H E A U D I T O R A N D T H E E N T R Y TO A D J U S T T H E D E C R E A S E 
I N T H E V A L U E O F STOCK, W H E N T H E B O O K S W E R E C L O S E D 
W I T H A N O V E R V A L U A T I O N O F STOCK. 
14. W e will here, per example, assume tha t , a t the da t e of t h e preceding 
closing of t h e books, or a t t he declar ing of t he preceding dividend, or a t t he 
preceding audi t , t he following Stocks and Bonds were on h a n d and va lued then 
and now, as follows: 
150 shares F o u r t h Nat iona l B a n k Stock, former value, $122, p resen t value 
$118. 8 La. $1000 4% Bonds , former va lue 98%, presen t value 9 3 % . 115 shares 
Excelsior Cot ton Manufactur ing Co., Limited, former va lue $160, p resen t value 
$110. 
In th is p resumpt ive case, t he Audi to r should proceed as follows: 
Debi t Profit and Loss or Revenue S ta tement on t h e account he is audi t ing , 
for the amount of t he depreciat ion, and in t he books, make one of t he following 
e n t r i e s : 
F I R S T F O R M U L A OF E N T R Y . 
Profit and Loss To Sundr ies , -
To F o u r t h Nat ional Bank Stock, - - -
For $ 1 2 2 — 1 1 8 = $4 per share depreciat ion on 150 
shares. 
To Louis iana 4% Bonds , 
For $98 — $93 = $5 = 5 per ct . decrease on $8,000 par. 
To Excelsior Cot ton Manufactur ing Co., L't 'd. 
For $160 — $110 = $50 = 50 per ct . on 115 shares = 
$11,500 par. 
6750 00 
600 
400 
5750 
00 
00 
00 
12 -
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S E C O N D F O R M U L A O F ENTRY. 
Profit and Loss, Old Account , . . . 
To Profit and Loss , New Account , 
6 7 5 0 0 0 
6 7 5 0 0 0 
( W i t h exp lanat ion as in first en try ) . 
A D J U S T I N G B Y N E W I N V E N T O R Y , I N S T E A D O F T H E A B O V E E N T R I E S . 
15. If i t is preferred, t h e p roper ty of t h e accounts , showing an increase or 
decrease of value, may be inventoried at the market value, t h e account credi ted 
therewi th , and closed into Profit and Loss, and t h e inventory va lue b r o u g h t down, 
as above directed in t h e first method in topic 12. 
A N O T H E R M E T H O D . 
16. Ano the r method of t r ea t ing t h e depreciat ion of p roper ty , is adopted by 
some business men, and is as fol lows: 
To open an account wi th D E P R E C I A T I O N , and debi t t h e same wi th t h e amount of 
depreciat ion on the var ious l ines of p roper ty which have sus ta ined a loss in value , 
and credi t ing such accounts therewi th . 
Then annual ly , semi-annually, or quar te r ly , when dividends are declared or 
gains or losses divided, t ransfer or wr i te off from S U R P L U S A C C O U N T or P R O F I T 
A N D L o s s , a cer ta in per cent . of t he same a n d credi t i t to Deprecia t ion Account . 
B y t h i s means , t h e deprecia t ion is d i s t r ibu ted t h r o u g h several per iods of 
d iv idends or declara t ions of Profit and Loss, ins tead of showing t h e loss a t one 
t ime. I t also enables t h e Company to m a k e i t s periodic d iv idends , t h o u g h , 
pe rhaps , a t a reduced r a t e per cent . to i t s s tockho lde r s ; and further , to ma in ta in 
t he pr ice of i t s s tock in t h e market , and t h e confidence of t h e publ ic in t he 
prosper i ty of t h e Company. 
But , while th i s method resul ts in a d v a n t a g e to t he Company, in cases where t he 
Company is able to survive t h e depreciat ion, it is quest ionable in law and 
unjustifiable in ethics . 
I t is quest ionable in law because t he account of Depreciat ion, shows, by t h e 
jugg l ing en t ry t h a t opened it, as a F A L S E R E S O U R C E , and t h u s p resen t s a false 
showing of t h e financial s t and ing of t h e Company, which is cont rary to law. 
I t is non-ethical because by i t a false gain is shown, and a dividend declared 
out of t h e proper ty ins tead of out of t h e gains of t h e Company. A n d further, 
t h rough th i s means , t h e loss of t h e Company is k e p t h id from the s tockholders and 
the publ ic who are inves t ing in the stock and who have a r igh t to know the 
whole t r u t h . 
N O T E . — W h e n , from some special cause, t h e gains of a Corporation are not sufficient to p a y 
t h e periodic d iv idend , i t i s qui te usual for t h e Directors t o transfer a part of t h e Surplus A c c o u n t 
to Profit and Loss , and then declare the d iv idend. B y th i s means the good name and financial 
s t a n d i n g of t h e Company are mainta ined , and the s tockholders rece ive their usual and expec ted 
compensat ion for capita l inves ted . 
Such transfer is considered proper and j u s t for t h e reason tha t there is no F ic t i t ious Resource 
Account o p e n e d ; and, also, for t h e reason t h a t w h e n such transfer has been made the books and 
pub l i shed s t a t e m e n t s o f the Company s h o w the true financial condit ion of t h e Company. 
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The impor tance of making entr ies for t h e increase or decrease in t h e va lue 
of p roper ty , a s above shown, is very grea t . A ccu ra t e ga ins a n d losses, and 
correct and hones t s t a t ement s of t he financial s t and ing of Corporat ions or of 
Mercanti le houses canno t be rendered , unless these or equiva lent entr ies a re made . 
The Uni ted S ta tes Bank ing Law requires t h a t Nat ional B a n k s shal l correct ly 
value their proper ty , real es ta te , bonds , personal accounts , etc., when they declare 
their semi-annual dividends. Accordingly, when the va lues of t h e p roper ty of 
t h e Nat ional Banks , ei ther increase or decrease dur ing the in ter im of declar ing 
semi-annual dividends, similar entr ies to t h e above should be made . 
I t is unfor tunate for jus t ice t h a t t he Laws of many S ta tes of t h e Union do not 
require all Corporat ions to accurately va lue the i r p roper ty when d iv idends a re 
declared or public financial s t a t ement s a re made . The silence of t h e law on many 
poin ts concerning Corporat ions, par t icu lar ly on t h e ma t t e r of requi r ing a s t r ic t 
inves t iga t ion of thei r financial affairs, by legally appoin ted Audi to r s , often resul t s 
in serious and unjust i r regular i t ies in thei r management , and in loss to their 
s tockholders and to t he public. 
The be t t e r regula t ion of Corporat ions is a subject t h a t should receive the 
profoundest t hough t of S t a t e Legis la tures , and t h e earnes t and ethical considerat ion 
of business men of all classes. 
B O N D S A N D M O R T G A G E S . 
17. The Aud i to r should see whether t h e Bonds and Mor tgages , shown by the 
books, are on hand, or whe ther they have been hypo theca ted or p ledged. 
Should the re be any accrued in te res t on any of th i s c lass of proper ty , i t 
should be accounted for, as shown in p a r a g r a p h 9, above. 
C O L L A T E R A L S , B A N K B A L A N C E S , E T C . 
18. Are the collaterals, which were received to pro tec t loans, on hand , or have 
they been wrongfully disposed of? 
19. A r e t he Bank Balances correct , and do they agree wi th t he Check Book 
Balances? 
20. A r e t he Mor tgages and Bills P a y a b l e all c redi ted? 
O R G A N I Z A T I O N , OR P R E L I M I N A R Y E X P E N S E S . 
21. Frequent ly , in t h e organizat ion of Corporat ions, l a rge expenses a re incurred 
for s ta t ionery, adver t i s ing , commission to agents , etc., which will serve t h e business 
for 3, 4, or 5 y e a r s ; in such cases, ins tead of cha rg ing the whole amoun t t h u s 
expended to Expense or Adver t i s ing , i t is charged to Organizat ion, or Pre l iminary 
Expense . W h e n such an account h a s been opened, then , when the books are 
closed or t he accounts audi ted, a cer ta in per cent . of t he account should be wr i t ten 
off or charged to Expense , t h u s d i s t r ibu t ing t h e heavy organizat ion expense 
t h rough several dividend periods or years . 
A U D I T O R A N D A U D I T I N G . 
N O D I V I D E N D S TO B E P A I D O U T O F T H E C A P I T A L . 
22. The Audi to r should see t h a t no inflated s t a t ement s are made and t ha t no 
dividends a re paid out of t h e Capital . Th is h a s been done by some Corporat ions 
to deceive t he public as to t h e prosper i ty of t he Company, and t h u s to inflate t he 
stock. 
The In te r -S ta te Commerce Commission prescr ibes t he manner in which R. R 
Companies, thei r Book-keepers and Audi to r s shall render thei r F inancia l 
S ta tements . 
The Nat ional B a n k i n g Law also prescr ibes t h e manner in which Nat iona l 
B a n k s shall render thei r periodic financial s ta tements , create Reserve F u n d s , and 
value their proper ty , 
These a re wise requirements , and every corporat ion should be governed by 
legal condit ions equally exact ing. 
Eve ry Company should, a t least , once a year, render to t h e s tockholders , a 
general F inancia l S t a t emen t of i t s affairs, duly audi ted . 
D I F F E R E N T C L A S S E S O F STOCK. 
23. If a Corporat ion has different classes of stock, such as Capital Stock, 
Preferred Stock, and Guaran teed Stock, each class should be separa te ly s t a t ed by 
the Audi tor . 
S Y S T E M O F B O O K - K E E P I N G . 
24. If an Audi to r should find t he books of a Company which he is audi t ing , 
carelessly kept , or if t he sys tem upon which they are conducted is cumbersome, 
or such a s to require unnecessary labor or t ime, he should, in a friendly and 
courteous manner , sugges t a be t t e r method or such changes as would render t he 
account ing work more sys temat ic and economical. 
The books in many Corporat ions are very loosely and unscientifically kept . 
A vas t amount of circumlocution, duplicat ion, and unnecessary work is often 
performed by low g rade and incompetent book-keepers . Hence, t h e propr ie ty and 
wisdom of t h e Audi to r in recommending changes which migh t be adopted with 
advan tage to all pa r t i es concerned. 
A N T I C I P A T E D D I V I D E N D S . 
25. I t is sometimes necessary, when mak ing F inanc ia l S ta tements , to es t imate 
the value of an t ic ipa ted dividends on s tocks held by the House or Corporation, 
for t h e t ime t h a t has elapsed since t he las t dividend. 
I n doing this , care should be t a k e n by the Aud i to r to make t h e es t imate r a t h e r 
less t h a n in excess of t h e ant ic ipa ted amount , which is usual ly based upon t h e 
dividends previously declared. 
M A R K E T V A L U E A N D I N T R I N S I C V A L U E O F STOCK. 
26. There is general ly qui te a margin between the Marke t Value and the 
In t r ins ic Value of stock. The Market Value of good dividend pay ing stock is 
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uniformly above i t s real or In t r ins ic value , while t h e Marke t va lue of low dividend 
p a y i n g stock is often below i ts real or In t r ins ic Value . Th is resu l t s largely from 
t h e fact t h a t t h e Market Va lue of stock is general ly determined by compar ing the 
d iv idend of t he stock wi th t h e cur ren t r a t e of in te res t in t he money marke t . There 
are , of course, some other modifying e lements to be considered which are not 
pe r t inen t to t h e topic under considerat ion. 
The Aud i to r should not lose s ight of t h e above facts when hand l ing accounts 
involving Stock Values . 
See Soulé's New Science and Prac t i ce of Accounts and Soulé's Philosophic, 
Commercial and E x c h a n g e Calcula tor on this subject. 
M E R C H A N D I S E A C C O U N T . 
27. I n cases where t he Aud i to r h a s to close Mercant i le Books, h e should be 
careful to see t h a t all R e b a t e and R e t u r n e d Mdse., by t h e house to i t s customers 
or vice versa, Merchandise-Drayage , Shipping. Charges , or any other accounts 
affecting merchandise , a re closed into merchandise in order to de termine accurately 
the gain on Merchandise . 
(See Soulé's New Science and Prac t i ce of Accounts which t r e a t s fully of these 
subjects) . 
D I V I D E N D S ON P R E F E R R E D STOCK. 
28. A t t h e annual , semi-annual, or quar te r ly date- t ime for declar ing dividends, 
should there not be sufficient gains to pay t h e Prefer red Dividend, then such 
Prefer red Dividend is lost for t h a t period of t ime. I t cannot be pa id out of future 
gains . 
E X P E R T S . 
29. Legis la tures , Courts , Corporat ions, and Fi rms , frequently appoint an 
accountan t or book-keeper, under t he t i t le of an Exper t , to examine Books of 
Accoun t , a n d make repor t on thei r correctness and of t h e financial resul ts shown 
by them. 
The functions of such E x p e r t s are similar to those of Audi tors , modified by 
the special ins t ruc t ions to them by t h e appoin t ing au thor i ty . 
L I Q U I D A T O R S , OR C O M M I S S I O N E R S . 
30. W h e n a Corporat ion resolves to close i t s affairs and discontinue business, 
L I Q U I D A T O R S , or COMMISSIONERS a re elected by the Board of Direc tors or t h e 
Stockholders , and they are fully empowered to do whatever may be required to 
l iquidate and d is t r ibu te t h e proceeds, if any, among t he s tockholders . 
Commissioners m a k e repor t s of thei r official act ion to t he stockholders . 
R E C E I V E R S . 
31. Sometimes a Corporat ion becomes so embarrassed financially, t h a t i ts affairs 
are b rought into Court , and some pa r ty is appointed as a Receiver who gives bond, 
A U D I T O R A N D A U D I T I N G . 
and receives and holds in t rus t t he proper ty which is the subject of li t igation, pend­
ing the suit. I n some cases, the Receiver is authorized and empowered to t ake charge 
of t he Es t a t e and Effects of a Corporation, and to do all th ings necessary to liqui­
d a t e and wind u p i ts affairs. 
W h e n Commissioners are appointed by the Directors or Stockholders, and when 
Receivers are appointed by the Court to l iquidate t he affairs of Corporations, the 
functions of t he Directors cease. 
A Receiver makes his report to t he Court t h a t appointed him, and receives his 
pay by order of the Court. 
Receivers and Commissioners of Liquidation, l ike Audi tors , should be thor­
oughly scientific accountants . 
A U D I T I N G P U B L I C A C C O U N T S . 
3 2 . W h e n Aud i t ing t he books of City, County, or S ta te Financia l Officers, 
the Audi to r should read carefully: 1 . Such sections of the Char ter of the City, as 
re la te to the Depar tmen t of Publ ic Accounts , of F inance and of Assessments . 
2 . The Diges t of t he S ta tu tes of t he S ta te per ta in ing to t he duties and responsi­
bilities of t h e S ta te Audi tor , S ta t e Treasurer , County or Pa r i sh Officers, and of 
Commissioners appointed by the Legislature. The knowledge obtained by such 
reading, will enable t he Audi tor to make his audi t more easily and more critically. 
W R I T I N G - O F F E N T R I E S F O R P A T E N T S , M A C H I N E R Y , TOOLS, S T O R E 
F U R N I T U R E , P L A N T S , B O N U S , F R A N C H I S E , L E A S E H O L D , 
C O P Y R I G H T , ETC. 
33. The accounts above named and all k indred accounts belong to the class 
of F ixed Capital , and while all are subject to depreciation in value, i t is often diffi­
cul t to determine wha t t he depreciat ion is. P e r h a p s no inflexible rule can b e 
prescr ibed for t r ea t ing all of th is class of accounts. Circumstances and facts 
sometimes demand variat ion. Frequent ly , many elements have to be considered, 
such as, F I R S T , the estimated durability, or life of the property. S E C O N D , t he 
value of the repairs p u t upon i t from t ime to t ime. T H I R D , t he residuary value of 
the proper ty or capi tal when i t has become unserviceable for the purpose for which 
it was designed and used. 
Mill, in his work on the Pr inciples of Poli t ical Economy, Vol. 1 , Chapters IV. , 
V . and VI . , discusses a t l eng th the subject of Capital , Circulat ing Capi ta l and F ixed 
Capi ta l and presents a rguments t h a t make i t clear to t h e accountan t and bus iness 
man, t h a t an allowance should be m a d e for t he depreciat ion of such proper ty . 
I n case t h e auditor finds accounts wi th any of t h e above t i t led p roper ty or wi th 
any k indred property, for which no deduct ion h a s been m a d e for depreciat ion or for 
wear or tear , or for t h e expirat ion of t he life of t he proper ty , h e should m a k e t h e 
necessary Writing-off Ent r ies . Such entr ies would be to debi t Profit and Loss a n d 
credi t t h e account wi th a certain per cent . of i ts cost, say, 2½, 5 , 1 0 , 2 0 , or 33 1 / 3 %, 
according as i t may be desired to d is t r ibute t he cost of t he account t h rough 4 0 , 2 0 , 
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10, 5, or 3 years of bus iness ; or according to t he depreciat ion as determined by con-
sidering t h e e lements above given. 
To i l lus t ra te th i s point, we will p resume t h a t a t the close of the fiscal year, when 
the audi t is made, t he Ledger shows the following accoun t s : 
1. Patent, for which $6000 was pa id and which has twelve years to run. 2. Store 
Furniture which cost $12400, and which i t is desired to d is t r ibute th rough twen ty 
years ' business. 3. Machinery which cost $7500, and which i t is es t imated will 
cont inue serviceable five years and t h e n possess a res idual saleable value of 10% of 
cost. 4. Leasehold, for which $3000 was pa id for a th ree years ' privilege. 
The following Writing-off Entry would adjust these accoun t s : 
Profit and Loss to Sundr ies -
To P a t e n t 
For of $6000 cost o f patent . 
N O T E . — I n case o f patents , copyr ights , etc . , t h o u g h t h e 
l ega l l i f e i s specified by l a w , y e t t h e advantage resu l t ing from 
t h e e x c l u s i v e r i g h t t o manufacture and se l l t h e art ic les for a 
term of years , w i l l probably cont inue l o n g after t h e expira­
t ion of t h e p a t e n t or copyr ight . Th i s cont inued a d v a n t a g e 
resul ts from t h e g o o d w i l l w h i c h h a s become assoc iated w i t h 
the part icular manufacture of t h e goods . W e w o u l d n o t 
h o w e v e r deem i t prudent t o consider t h i s as an e lement in 
m a k i n g t h e writ ing-off entry. 
To Store Fu rn i tu r e - - -
For 5% o f $12400 cost, a l l owed for depreciat ion for one 
year's service. 
To Machinery 
Original cost - - - - - $7500 
E s t i m a t e d res idual va lue in five years - 750 
Service va lue -
$1350 
3470 00 
500 
620 
1350 
1000 
One-fifth or 20% of service va lue 
To Leasehold 
For one-third of $3000, pa id for a three years' privi­
l ege of lease. 
I n our opinion, a similar en t ry to t he above should be made a t the close of each 
fiscal year or each dividend period dur ing the life of t he accounts. Similar entr ies 
should also be made for all k indred accounts, such as office fixtures, horses, wagons 
a n d harness , p lan t s , bui ldings, franchise, copyright, ins t ruments , p r in t ing presses, 
tools, bonus, etc., etc. Good will and t r a d e mark are sometimes included in t h e 
accounts to be written-off, as above d i rec ted ; bu t under some circumstances t h e y 
are r ega rded as pe rmanen t assets. W e will consider these two accounts farther on. 
D I F F E R E N T M E T H O D S C O N S I D E R E D . 
I n some lines of business, t he repai rs to keep the proper ty in good condition 
are considered as an offset to the deterioration, or to t he na tu ra l wear and tear, and 
hence, in such cases, no reduct ion in value is made when the proper ty is inventoried, 
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or no p a r t of the account of such proper ty is written-off when the books are closed 
or when dividends are declared. 
Many corporations, especially Rai lway Companies, pursue this plan with some 
of thei r p roper ty and main ta in t he jus t ice of their action on the ground that , from 
the na tu re of the i r proper ty , t h e expendi tures for repairs and renewals are fully 
equal to t h e depreciat ion from t h e decay and the wear and tea r of the property. 
I n cases where t h e business h a s been conducted sufficiently long to establ ish a 
ba lancing relat ionship between the expendi tures and the deter iorat ion of the pro­
per ty , th i s method m a y be fairly equitable. I t may also be adopted with proper ty 
where t h e wear a n d tea r is so grea t as to require renewing at short intervals of 
t i m e ; and also with proper ty of so durable and permanen t a character as to afford a 
fairly cer ta in average of depreciation. B u t i t is highly probable t h a t dur ing 
the first few years of t he business, when the repairs and renewals are l ight in 
comparison with the la ter years of t he business, Profit and Loss will not be 
debi ted for t he full amount of t he ac tual deterioration of the proper ty . I n fact, it 
will have no debi t for t he first year or two, unt i l the deteriorat ion has become suffi­
cient to demand and receive repai rs or renewals. Hence, though this method may 
give to Profit and Loss t h e proper debi t dur ing a long number of years , i t would not 
be t h e correct debit for each par t icu lar year, and therefore, t he exact annual value 
shown when the books are closed and the accounts audi ted at t h e close of each fiscal 
year, would not be correct. Moreover, i t is evident t h a t the greater annual deter­
ioration of proper ty is dur ing the la ter years of the life of such property, and hence 
again th i s method would resul t in charg ing to Profit and Loss in la ter years losses 
of repairs , etc., which should have been borne by previous years . 
I t is evident t h a t s tr ict jus t ice demands t h a t the deterioration should be distri­
bu ted in equal annua l sums over t he whole period of t ime for which the proper ty is 
in service. B u t as above remarked, j u s t how th i s can be accomplished with the dif­
ferent classes of proper ty , is not easily solved. The most equi table way, in t he 
majority of cases, seems to us to be as first above prescribed, to write-off a t the 
close of each year or a t t he close of each dividend-period, in Corporation Accounts , 
a specified per cent . or a cer ta in proport ion of t he first cost of the property, pro­
portioned to the life or the durabi l i ty of the property. I n th is way, the deteriora­
tion would be d i s t r ibu ted equally over each year or dividend-period of the business. 
Some business men and some directors of corporat ions es t imate and write-off 
from the P roper ty Accounts the actual amount of deteriorat ion at each annual 
closing of t he books, or a t each dividend-period. Whi le others accomplish the same 
resul t by appra is ing or inventorying the proper ty a t each closing or dividend-period. 
W e are not in favor of either of these methods for th is class of accounts. W e th ink 
they are in violation of p ruden t management , for, as previously s tated, the deteriora­
tion is small t he first year and becomes greater for each succeeding year dur ing the 
life of t h e proper ty . Hence by ei ther of these methods, t he whole loss will not be 
equally d is t r ibuted over t h e several Profit and Loss or Dividend-declaring periods 
of t ime. Ye t for th i s very reason, th is method may be defended. For i t may be 
argued with good reason t h a t t he exact loss of each year 's business should be 
shown by the accounts ; and hence the actual loss by depreciat ion of proper ty for 
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each year should be debited to Profit and Loss, regardless of any average of loss for 
a specified t ime. 
G O O D W I L L A N D T R A D E M A R K . 
34. Good Wil l and Trade Mark belong to t ha t class of fixed capital whose value 
is not intrinsic b u t extrinsic, and as the value resul ts from the duration of t ime t h a t 
the business has been conducted, or t h a t the t rade mark has been used, t he longer 
the t ime is, the greater the value becomes. If th is conclusion is correct, should these 
accounts be written-off, a t Profit and Loss or Dividend-declaring periods of time? 
If the conclusion is correct, should they not ra ther be written-on or augmented by 
the successive annual increase of the extrinsic va lue? These questions seem perti­
nent when the na tu re of these accounts is considered. If the la t te r question is 
answered in the affirmative, then these and all like accounts become permanen t 
assets and should not be written-off. Tha t they are assets, valid and saleable, is a 
fact well established in law and in business. But , whether they are pe rmanen t 
assets or permanent and accumulative assets is a question on which accountants and 
business men hold different views according to the par t icular facts and circumstances 
a t tending each case. 
I n ordinary cases, to avoid the possibility of showing a fictitious gain, we con­
sider i t p ruden t business pract ice to write-off these accounts as directed and eluci­
dated on a preceding page, for pa tent , leasehold, etc. W h e n these accounts are 
thus written-off, then, should any change be made in the par tners ' interests , or should 
a pa r tne r retire, or a new par tner be admitted, or should a sale of t he business be 
effected, then the question of value would be determined by appraisements or inven­
tory, regardless of the face of the account on t he Ledger. 
In special cases where good will or t r ade mark is considered to be advancing in 
value, one of the following formula of entries would adjust the m a t t e r : 
F I R S T E N T R Y . 
G o o d w i l l 
To Profit and Loss 
2000 00 
2000 
For es t imated increase in v a l u e during t h e fiscal year 
jus t closed. 
SECOND E N T R Y . 
Good Wil l - - - - - - - -
To Reserve F u n d . . . . . 
2000 00 
2000 
( W i t h explanat ion as above) . 
00 
00 
This second formula of ent ry is perhaps more p ruden t in business management 
and more cautious in financiering and accounting. By th is entry, the accretion of 
value is not placed to the credit of Profit and Loss to be divided between the pa r tne r s 
or in a corporation dividend, b u t i t is held to provide for any future diminution of 
value in t ha t property. W e regard i t p ruden t and wise t h a t th is kind of accreted 
value or gain should not be too soon regarded as an element of real gain. A n d on 
the other hand, when accretionary values are clearly and certainly known to be relia­
ble, then one of the above entries should be made, otherwise t he t rue gain would not 
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be shown and the assessment of t he proper ty of t he business upon which taxes are 
levied would not be correct. 
A D V E R T I S I N G A C C O U N T A S A N A S S E T . 
3 5 . I n some lines of business, where a large amount of advert is ing is placed 
dur ing the first few months, or t he first year or two of the business, an advert is ing 
account may be kep t and t rea ted in the same manner as above directed for patent , 
mak ing the t ime t h a t the business is to be conducted the term th rough which to 
dis t r ibute or equalize the expenditure. 
Sometimes an established business is purchased in which the Adver t i s ing account 
is valued and paid for the same as is good will, pa t en t or merchandise. I n all such 
cases, a certain per cent. or pa r t of advert is ing should be written-off whenever t he 
gains and losses are declared. 
W e present the above views per ta in ing to good will, t rade mark and advert is ing 
for t he consideration of accountants , and t rus t t ha t our brothers of the various insti­
tu tes may, in due time, formulate a method of t rea t ing these and all kindred 
accounts. 
Napoleon the Firs t , looking down on the world from the rock of St. Helena, 
declared t h a t wha t Europe most needed was "a common law, a common measure, 
and a common money." 
H a d Napoleon been as conversant with the wants of accountants and business 
men, as he was with the needs of the people socially and commercially, he would 
have embraced in his wise u t te rance the following words : " W h a t t he accounting 
and business world most needs is an annual Internat ional Convention of Accountants 
and Mathemat ic ians to formulate and prescribe progressive methods and systems of 
accounting." 
When will the science of accounts be blessed by such a convention? 
T H E P O S I T I O N A N D Q U A L I F I C A T I O N S O F A N A U D I T O R . 
A n Audi tor holds a very impor tant position and he should be a thoroughly 
scientific Accoun t an t ; not merely a superficial book-keeper. I t requires, compara­
tively, b u t very l i t t le knowledge of accounts to keep ordinary books. B u t it requires 
much study to achieve t he t i t le of Accountant , and b u t few book-keepers ever a t ta in 
to t h a t high degree. No person who is not proficient in t he Science and Prac t ice of 
Accounts , should ever be so unjust to others as to accept the position of an Auditor . 
W e are aware t h a t many mere novices in Accounts are often appointed Auditors 
through some influence or reason other t han merit, and so far as relates to t he simple 
work of checking t h e books and of comparing the disbursements with the vouchers, 
which requires bu t a small measure of book-keeping knowledge, they have no diffi­
culty. Bu t with t he higher questions of Account ing and the higher functions of Audit­
ing, as we have shown above, they are wholly unfamiliar. 
For t he good of all par t ies in interest , business men should demand tha t Book­
keepers, Accountan ts and Audi tors shall possess Certificates of Competency, as 
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such, from some Ins t i tu te of Accounts , before they are in t rus ted with t he responsi­
ble dut ies of these positions. 
F rom an experience of thirty-six years as an Accountant and Auditor , and a 
Lecturer on the Commercial Sciences, we not only th ink , but know, t ha t the pro­
tection of t he shareholders, as well as fair deal ing with the public, depend, in a 
large measure, upon the s tr ict and efficient audi t ing of t h e Accounts of a large per­
cent . of Corporations. F rom all pa r t s of our country, evidence is being constant ly 
produced of t he incompetency, t h e mis-management , t he mis-representation, and 
the mis-statements of the Directors or Managers of some Corporations. Hence , 
in s t r ic t jus t ice to t he honest ly conducted Corporations, as well as to the share­
holders of t h e others, we hold t h a t t h e qualifications of Audi tors should be in­
creased, and their functions and the i r au thor i ty enlarged. 
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Prog re s s is a law of n a t u r e and t h e order of civilization. Since man 
emerged from his gloomy home in t h e forest a n d ocean caves a n d r ea red t o 
himself humble cabins and gorgeous palaces , evolut ion h a s been busy in every 
field of indus t ry , in every line of profession, a n d in every d e p a r t m e n t of science, 
c h a n g i n g lower t o h igher forms, des t roy ing ignorance a n d en th ron ing t r u t h . 
And , in th i s march of progress , t h e sys tem o f Account -keeping h a s progressed 
from kno t s in s t r ings , notches in reeds , a n d pebbles in ches ts , t o t h e perfect 
equi l ibr ium system of Double E n t r y Book-keeping, which, to-day in i ts manifold 
forms, holds t r a d e and commerce in the i r orbi t s , and main ta ins in harmonious 
revolut ion t h e financial va lues of t h e bus iness world. 
A s a science, Double E n t r y Book-keeping is perfect. Bu t , as r ega rds sys tems 
a n d methods of a r r angemen t for t h e var ious books for different l ines of business , 
or for t he same business , perfection, pe rhaps , will never be a t ta ined . The adjectives: 
good, be t te r , or bes t , may be appl ied to express t h e mer i t s of t h e methods or 
sys tems used accord ing to t h e measure of clearness , brevi ty , classification, and 
logica l connect ion thereof. 
A n d all th i s will depend largely upon t h e menta l capaci ty , t h e order, 
cons t ruc t iveness and causal i ty of t h e Book-keeper, compounded with the charac te r 
a n d t h e ex ten t of t h e bus iness whose t ransac t ions a re to be evolutionized according 
to t h e pr inciples of t h e science of Double E n t r y Account ing . On the other hand , 
t h e Book-keeper, wi th these facult ies of t h e mind only fairly developed, will be 
non-progressive, non-invent ive, non-methodical , and general ly pedant ic , holding to 
t h e old forms t h a t belonged to the d a r k ages of book-keeping. 
The methods and systems, t h e forms and t h e numbers of books of 
original en t ry and their use as pos t ing mediums, t h e forms of Ledgers and t h e 
classification of Accoun t s therein , t he var ious methods of daily, weekly, or monthly 
proof of the correctness of pos t ings , t he location of errors , t he manner of showing 
the cost of, and the gain on, each separa te art icle sold, and also t he daily, weekly, 
or monthly gain of the business, a re ma t t e r s upon which the p resen t and t h e 
future Book-keeper mus t devote his labor a n d his genius. 
W h a t would be a good method or system of Book-keeping for one line o f 
bus iness migh t be a very cumbersome and impract icable system for another l ine o f 
business . The quest ion of adap tab i l i ty , when apply ing t h e principles of Book­
keep ing to t h e var ious lines of business , is one t h a t should not be l ight ly considered. 
The v a s t magn i tude and complexity of t r a d e as i t exis ts to-day th roughou t the 
civilized world, necessi ta tes h igher systems of Book-keeping t h a n were in use one 
h u n d r e d or even fifty years ago. I n t h e l a t t e r p a r t of t h e 15th century, t h e 
extens ive and increasing t r ade of Venice demanded a h igher sys tem of Account ing 
t h a n t h e Single E n t r y Sys tem which was t h e n in use . The answer to th is demand 
came in 1495, t h r o u g h Lucas de Borgo, and is n a m e d t h e Double E n t r y System. 
I n t h e l a t t e r p a r t o f t h e 19th century, four h u n d r e d yea r s la ter , t h e voice o f 
Commerce, t h e world 's g rea tes t civilizer and most efficient missionary, was aga in 
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heard speaking t h rough t h e mul t i tud inous t r ansac t ions of half a million mines , 
mills, factories, s tores, b a n k s , ra i l roads , a n d other depa r tmen t s of business , 
demand ing still H i g h e r Sys tems of Account ing . This demand has been pa r t i a l ly 
suppl ied 1 . B y a few Au tho r s , who h a v e p re sen t ed some prac t ica l and ingenious 
sys tems of Highe r Account ing , for different l ines of business . 2 . B y I n s t i t u t e s 
of A c c o u n t s , t h r o u g h which t h e collective knowledge a n d exper ience of t h e 
member s h a v e been presen ted , discussed, and classified in methods or sys tems of 
H i g h e r Account ing , and given to t h e profession t h r o u g h t h e Official J o u r n a l s of 
t he In s t i t u t e s . 
J u d g i n g from the evidence which is accessible in all l a rge business cen te rs , a 
small measure only of H i g h e r Account ing , is known to t h e ave rage Book-keeper. 
By t h e h igher forms of books and methods of proof, t he maximum of simplicity 
and accuracy, a n d t h e minimum of labor and t ime is a t t a ined in the work a t t h e 
desk of t h e Book-keeper. 
H ighe r Account ing e m b r a c e s : 1 . Methods of opening books unde r pecul iar 
s t a t emen t s of facts. 2. Labor-saving forms for t h e different l ines of business . 3 . 
The function or office of t h e respect ive books . 4. T h e manner of c lass i fy ing t h e 
record of t r ansac t ions in t h e pos t ing med iums a n d books of or iginal en t ry , by 
which t h e t o t a l s of l ike deb i t s and credi ts may be pos ted , in s t ead of the i r i tems. 
5. D e p a r t m e n t Book-keeping. 6 . The Sectional division of Accoun t s in t h e Ledger , 
and t h e classification thereof in a Check Ledger . 7 . The m a n n e r of us ing several 
Ledgers in ex tended businesses. 8. Methods of locat ing errors by t h e Check or 
K e y F i g u r e System, by Reverse Pos t i ng , by t h e Check Ledger , b y t h e Check 
Slips a n d Recap i tu la t ion Sheet , b y compar ing L e d g e r Foo t ings wi th to ta l s of 
P o s t i n g mediums, etc. , e tc . 9. The h igher work of Closing Ledgers . 
H i g h e r Accoun t ing also embraces t h e work of chang ing books of individuals 
or firms to Limited Companies , or to Corporat ions, or Jo in t Stock Companies wi th 
mu l t i t ud inous var ia t ions a n d complicat ions, a n d of Complex P a r t n e r s h i p 
Se t t l emen t s . I t also includes t h e consolidation of Corporat ions , t h e formation of 
Trus t s , w i th sometimes t he after a t t e n d a n t non-ethical t ransac t ions , in which va lues 
a re inf la ted or deprecia ted , and in which pres t id ig i ta t ion is compounded wi th 
d iv idends , with Treasu ry Stock, P re fe r red Stock, G u a r a n t e e d Stock, C landes t ine 
Stock, W a t e r e d Stock, Forfe i ted Stock , W o r k i n g Capi ta l , Bonus . F ranch i se , e tc . 
The Non-ethical and t h e p res t id ig i ta t iona l opera t ions in Accounts , he re r e fe r red 
to , should not , pe rhaps , be c lassed a s H i g h e r A c c o u n t i n g ; b u t since t h e 
inves t iga t ion , detect ion a n d ad jus tment of t h e m requi re a h igher knowledge 
of Accoun t s , we have , therefore, inc luded t h e m in t h i s connection. They b e a r 
t es t imony to t h e p r e sen t a n d increas ing demand for h igher knowledge of 
Account ing . 
A complete knowledge of Accoun t ing can never be learned. Al l t h a t t h e 
wisest know of t h e Science is b u t a cer ta in measure of an u n k n o w n quan t i ty . 
T h e office clerk and t h e book-keeper who aspi re to h i g h posi t ions in the i r 
profession m u s t work a n d s tudy assiduously in t h e fields here in named , before t h e y 
can wear t h e crown of honor which adorns t h e brow of t h e H i g h e r Accoun tan t . 
NOTE.—Soulé's N e w Sc ience and Prac t i ce o f A c c o u n t s t rea t s of a l l t h e subjects compr i s ing 
H i g h e r A c c o u n t i n g . 
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DEFINITIONS. 
scr ibed Stock h a s n o value . Therefore, Treasury Stock should no t be debi ted , a n d 
Cap i t a l S tock should n o t b e c red i ted for t h e unsubscr ibed s tock. The first p a r t o f 
t h i s s t a t ement , " t h a t Cap i t a l S tock should no t be credi ted unless some resource 
or va lue h a s been received in exchange therefor ," is on genera l pr inciples o f 
A c c o u n t i n g correct . B u t t h e second s t a t emen t " t h a t unsubscr ibed s tock h a s n o 
va lue , " i s no t unqualifiedly correct . H e n c e t h e er ror of t h e conclusion. 
To p lace t h e m a t t e r clear ly before our r eade r s we presen t t he following argu­
m e n t s for a n d a g a i n s t t h e u s e of Treasu ry Stock a c c o u n t : 
First. I t m a y be main ta ined t h a t t h e cha r t e r or t h e ac t t h a t organizes and b r i n g s 
in to be ing t h e Corporat ion also c rea tes value , or a l a t e n t va lue , in t h e shares of 
s tock au thor ized to be issued by t h e Company. H e n c e t h e va lue in t h e sha res p re ­
cedes t h e ac t of subscr ipt ion, and therefore, if i t is desired, t h e pr inciples of 
accounts a n d t h e logic of ethics b o t h permi t t h e deb i t ing of Treasu ry Stock, or 
a n y o ther account t h a t m igh t b e preferred to represen t unsubscr ibed stock, o r 
s tock subscr ibed b u t no t p a i d for, and t h e c redi t ing of Capi ta l Stock for t h e nomi­
n a l or p a r va lue of all t h e au thor ized shares . 
Second. I t may be main ta ined t h a t t h e cha r t e r of t he company creates n o 
va lue in t h e s h a r e s ; t h a t i t s imply c rea tes a corpora te body wi th legal au tho r i t y t o 
issue s tock in exchange for v a l u e ; t h a t t h e sha res a re , as i t were , loan receipts or 
certificates, g iven to t h e shareholders as evidence of va lue received from them to 
be used in accordance wi th t h e condi t ions of t h e cha r t e r of t h e company. 
A c c e p t i n g t h i s second conclusion, t h e n Treasu ry Stock may be deb i ted and 
Cap i t a l S tock credi ted for all u n p a i d subscr ibed stock, for t h e reason t h a t t he same 
possesses va lue , in as much as t h e subscr ibers a re bound for t h e amount of the i r 
respec t ive subscr ip t ions , a n d the i r personal obl igat ions are as much a resource a s 
is cash or rea l es ta te . 
Aga in , accept ing t h e second conclusion, i t is main ta ined t h a t T reasu ry Stock 
may be debi ted and Capi ta l S tock credi ted for t h e unsubscr ibed shares , on t h e 
ground t h a t t h e company i tself prac t ica l ly assumes t h e unsubscr ibed stock, and 
holds i t for sale or revenue , t h u s g iv ing i t a va lue . 
T h u s t h e m a t t e r of Treasury S tock now s t a n d s before accountan t s . 
A s to t h e quest ion whe the r t h e book-keeper should, on t h e opening of a set of 
Stock Books , credi t Cap i ta l Stock for t h e whole au thor ized capi ta l , t hough i t 
m a y n o t all b e subscr ibed, or for t h e amount subscr ibed, or for t h e amount sub­
scr ibed a n d pa id for only, is a m a t t e r of me thod a n d convenience, governed b y t h e 
manne r i n which subscr ip t ions a re pa id , r a t h e r t h a n a pr inciple of accounts . Cor­
r ec t account ing a n d accura t e showings of t h e bus iness a re main ta ined in Stock 
Book-keeping independent ly of which one of these me thods of m a k i n g t he opening 
en t ry , is adopted . W e confess t h a t we can see no good objection to t h e use of 
Treasu ry Stock to represen t e i ther unpa id subscr ibed or unsubscr ibed stock. 
The J o u r n a l or Cash Book, in which t h e ent r ies of Treasury Stock a re made , 
exp la ins fully t h e s t a t u s thereof, so t h a t all pa r t i e s in teres ted need not be misin­
formed in re la t ion the re to . 
Yet , if i t is desired, T R E A S U R Y S T O C K A C C O U N T S may be used to represen t 
only such stock as may be purchased and held—not canceled—by t he company. 
THE LOVE OF GLORY CAN ONLY CREATE A HERO; THE CONTEMPT OF IT CREATES A WISE MAN. 
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The Neptune Brewing Company with $1,000,000 Capital Stock, the Mer­
cury Brewing Company with $ 5 0 0 , 0 0 0 Capital Stock, and the Venus 
Brewing Company with $ 4 0 0 , 0 0 0 Capital Stock, agree to consolidate 
and form The Consolidated Brewing Company of Cincinnati. The 
new company is to purchase all the property of the old companies at 
an appraised value, and issue in payment full paid Stock of the 
Consolidated Company, a s per statement below. The liabilities of the 
old companies are to be liquidated by themselves . 
The appra i sed value of t h e p roper ty of t he old companies is as fol lows: 
R E A L ESTATE A N D 
B U I L D I N G S . 
P L A N T OR 
M A C H I N E R Y . CASH. 
BILLS 
R E C E I V A B L E . 
L I V E STOCK 
A N D 
WAGONS. 
O F F I C E 
F U R N I ­
T U R E . TOTAL. 
N e p t u n e - $680,000 
Mercury - 327,000 
Venus - - 126,000 
$390,000 
160,000 
71,000 
$15,000 
3,000 
1,000 
$10,000 
6,000 
$4,000 
3,000 
1,500 
$1,000 
1,000 
500 
$1,100,000 
500,000 
200,000 
For this valuation of property, the Consolidated Brewing Company issued 
$2,000,000 of Stock, which is divided pro rata among the old Companies on the 
basis of their appraised value. 
W h a t a re t h e entr ies in t he Books of t h e Consol idated Brewing Company? 
OPERATION TO FIND THE AMOUNT OF STOCK DUE TO EACH OLD COMPANY. 
Appraised va lue of p rope r ty bough t as above $ 1 , 8 0 0 , 0 0 0 
Capital Stock issued by the Consolidated Brewing Company - - 2 , 0 0 0 , 0 0 0 
Excess of issue over appra ised va lue $ 2 0 0 , 0 0 0 
$ 1 , 8 0 0 , 0 0 0 : $ 2 0 0 , 0 0 0 : : 1 0 0 : 11 1/9% increase. 
Total appraised v a l u e of property $1,800,000 
PAR VALUE. A P P R A I S E D V A L U E . P E R C E N T A G E 
I N C R E A S E . 
: $122,222 22 : 
N E W STOCK 
TO B E 
R E C E I V E D . 
Neptune , $1,000,000 $1,100,000 + 11 1/9% 
Mercury, 500,000 500,000 + 11 1/9% 
Venus , 400,000 200,000 + 11 1/9% 22,222 22 
55,555 56 
$1,222,222 22 
555,555 56 
222,222 22 
$1,900,000 $1,800,000 $200,000 00 $2,000,000 00 
IDLE FOLKS HAVE THE MOST LABOR. 
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Or in place of t he above E n t r y , t he following E n t r y may be m a d e : 
Journal Entry. 
Sundries To S u n d r i e s : 
Consolidated Brewing Company Stock 
Cash 
To Real E s t a t e and Bui ld ings 
" P l a n t - - - - • 
" Live Stock and W a g o n s 
" Office F u r n i t u r e 
" Cash 
" Profit and Loss 
( W i t h explanat ions) . 
$222,200 00 
22 22 
$126,000 00 
71,000 00 
1,50.0 00 
500 00 
1,000 00 
22,222 22 
N O T E . — T h i s entry credi ts t h e property accounts w i t h t h e Net Sales only . E a c h property 
account in t h e Ledger w i l l n o w be c losed i n t o Profit and Loss . 
Journal Entry (to pay i t s Notes and i t s Credi tors wi th Consolidated 
Brewing Company Stock) . 
Sundr ies To S u n d r i e s : 
Bills P a y a b l e $50,000 
For $5000 redeemed w i t h Consol idated B r e w i n g Company Stock 
a t par , $5000. 
For $45,000 redeemed w i t h Conso l idated B r e w i n g Company 
S tock a t 10% d i s c o u n t o n t h e Consol idated B r e w i n g Com­
p a n y S tock=$50 ,000 . . 
Personal Accounts 51,000 
For $51,000 pa id w i t h Conso l idated B r e w i n g Company Stock 
a t 120%=$42,500 Conso l idated B r e w i n g Company Stock. 
To Consolidated Brewing Company Stock - - $97,500 
For $55,000 to redeem Bi l l s P a y a b l e . 
For $42,500 to p a y Personal Accounts . 
To Profit and Loss 3,500 
For 20% ga in on $42,500 S t o c k = $ 8 , 5 0 0 . 
Less 10% loss on 50,000 " = 5,000. 
The Liabil i t ies of t h e Company to i t s credi tors be ing now paid , i t only remains 
to appor t ion t h e 1247 Sha res of Consol idated Brewing Company Stock, and t h e 
$22.22 Cash, among t h e Stockholders in exchange for t h e 4000 Shares of the 
Venus Brewing Company Stock. 
W i t h o u t showing all t h e deta i ls of t h i s work, t h e following E N T R Y p resen t s the 
debi ts and credi ts t o adjust t h e m a t t e r and to close t h e books of t h e V e n u s Brew­
ing C o m p a n y : 
L I F E IS HALF S P E N T B E F O R E W E K N O W W H A T I T I S . 
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W h e n th is i s done, Mdse. Account will show t h e t rue amounts of pu rchases 
and sales, and will t hen be closed in t h e regula r manner . 
The following accounts elucidate t h e manner of closing Reba te and Re tu rned 
Mdse. a n d also Merchandise A c c o u n t : 
M e r c h a n d i s e . 
1892 
J u n e 2 
3 
4 
6 
7 
I. B . - - - - -
I. B. - - - - -
I. B. 
I. B. 
1 
1 
1 
2 
2 
2300 
600 
2489 
1450 
14582 
00 
00 
60 
10 
10 
1892 
J u n e 2 
3 
4 
6 
8 
S. B . - - - - -
S. B. - - - - -
S. B . 
S. B . - - - - -
S. B. - - - - -
S. B. 
S. B . 
1 
1 
1 
2 
2 
2 
2 
400 00 
887 50 
487 50 
3778 48 
3584 77 
1757 49 
3027 10 30 
" 
Total Cost - - -
Less R. & R.Mdse. L2 
21421 
120 
80 
00 
8 
9 
30 
" 
Tota l Sales - - -
Less R. & R. Mdse. 
11922 84 
257 50 Net C o s t - -
Profit and Loss - - L3 
21301 
405 
80 
77 
L2 
" 
" 
Net Sales - - -
Inventory . . . L2 
11665 34 
10042 23 
21707 57 2170757 
J u l y 1 I n v e n t o r y - - - L 2 10042 23 
Rebate and Returned Merchandise. 
1892 
J u n e 6 
7 
30 
J. - - - - - -
Mdse. Dr - - -
1 
2 
L2 
220 
37 
120 
00 
50 
00 
1892 
J u n e 12 
30 
J. 
Mdse. Cr. - - -
4 
L2 
120 00 
257 50 
377 50 377 50 
Note .—See Soule's N e w Science and Pract ice of Accounts , pages 87, 88 and 90, for more 
e x t e n d e d work on t h i s subject . 
S A L E S O N C O N D I T I O N A L P R I C E S , OR S A L E S W I T H D I S C O U N T 
P R I V I L E G E S . 
I t is t h e custom of many houses to m a k e Sales on Condit ional prices, i. e. 
when goods are sold, t he price is made condit ional on t h e t ime of paymen t . Thus , 
a sale is made for $500 payab le in 90 days , less 8% and 2½% for cash, 6% for 
30 days , 2½% for 60 days . 
I n such sales, where t h e Cash is not pa id a t t h e t ime of sale, Mdse, is 
credi ted for t he whole $500. B u t if Cash is pa id when t h e sale is made , Mdse. 
may be credi ted for $500 and R e b a t e and Re tu rned Mdse. debi ted for t h e 8% and 
t h e 2½% discount which is $51.50, or, Mdse. m a y be credi ted for t h e N e t sale o n l y , 
which is $448.50. 
A GOLDEN BED CANNOT CURE THE SICK. 
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If, in t h e above case, p a y m e n t h a d been made wi thin 3 0 days , t h e following 
would be t h e entr ies in t h e Cash B o o k : 
Cash. Cash. 
To A. B . $ 5 0 0 By Rebate and Re tu rned Mdse. - $ 3 0 
Some book-keepers charge Mdse. Accoun t wi th t h e r eba t e allowed on goods. 
This should no t be done for reasons given above i n Reba te and Re tu rned Mdse. 
A g a i n o ther book-keepers charge such al lowances to D I S C O U N T , and in sup­
por t of the i r en t ry a r g u e t h a t as D I S C O U N T and M D S E . a re bo th closed in to Profit 
a n d Loss, t h e resu l t is t he same. 
In th i s t hey m a k e a serious error. Fo r t h o u g h t h e resu l t of t h e loss and 
ga in is t h e same, t h e resu l t s shown by Mdse. and Discount accounts a re false, in as 
much as ne i ther account shows t h e t rue ga in or loss thereon. By so doing, Mdse. 
would show a false gain and Discount would show a false loss. 
E a c h p roper ty account in t h e Ledger should show i t s exact cost and sales, 
and each account showing gain* or loss should show t h e exac t amount thereof. 
The necess i ty of some method to show t h e exact amount of gain or loss 
resu l t ing from each p roper ty account , led to t h e invent ion of Double E n t r y Book­
keeping. To determine these points , now const i tu tes t h e pr ime function of 
Account ing, and this fact should not be overlooked by novi t ia te Book-keepers. 
AN A B R I D G E D OR C O N T R A C T E D M E T H O D O F M A K I N G C A S H 
E N T R I E S F O R D I S C O U N T S A L L O W E D ON B I L L S . 
I n extensive houses, very often fifty or more pa r t i e s per day, pay bills on 
which a discount is allowed. This would requi re fifty ent r ies and lines on t h e 
c red i t of t h e Cash Book for R e b a t e a n d Re tu rned Mdse . To abr idge these entr ies , 
rule a special column for R e b a t e a n d R e t u r n e d Mdse. on t h e debi t side of t h e Cash 
Book, a n d enter there in t h e d iscount al lowed on each bill . Then a t t h e close of 
t he day or month , add th i s column and credi t C a s h : By R e b a t e and Re tu rned 
Mdse. , for t h e sum. I f th i s en t ry is m a d e daily, a special column for Reba te and 
Re tu rned Mdse . should be ru led on t h e credi t side of t h e Cash Book and the 
amount en te red there in and the footing pos ted a t t h e close of t h e month . 
NOTE .—The R & R. Mdse. Column on the deb i t s ide o f t h e C a s h Book i s used on ly t o aggre­
g a t e the d iscounts a l lowed, and is t reated i n d e p e n d e n t l y of al l other co lumns on t h e debi t s ide . 
The book-keeper should remember t h a t evolution and labor-saving methods 
in book-keeping depend upon t h e classification of books, t he a r r a n g e m e n t of spe­
cial columns there in in which i tems of t h e same charac te r may be classified, and 
t h e pos t ing of classified agg rega t e s from books of or iginal en t ry ins tead of jour­
nal iz ing and pos t ing i tems. The Science of Accoun t s is perfect and no th ing more 
is desired or can be inven ted on t h a t point . B u t forms of books a n d methods of 
a r r ang ing thei r re la t ionship to each other , a n d prescr ib ing t h e function t h a t each 
HE I S THE B E S T A C C O U N T A N T W H O C A N C O U N T U P C O R R E C T L Y THE S U M O F H I S O W N E R R O R S . 
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P R A C T I C A L M I S C E L L A N Y . 
shal l perform separa te ly and collectively, a re wi thou t limit. A n d herein is where 
t he modern book-keeper, wi th fully developed faculties of construct iveness , order , 
causal i ty and ideali ty, will excel. On the o ther side, t h e book-keeper, wi th these 
faculties of t he mind only fairly developed, will be non-progressive, non-inventive, 
non-methodical , and general ly pedant ic , holding to t h e old forms t h a t belonged to 
t h e d a r k ages of book-keeping. 
T H E S A L E S S H E E T OR O R D E R S H E E T S Y S T E M O F T R E A T I N G S A L E S . 
This sys tem is one of t he most convenient and best labor-saving systems ye t 
in t roduced into modern book-keeping, for t r ea t ing t he sales. 
NOTE.—It is no t a system o f Book-keeping, as some assert . I t is only a method of t rea t ing the 
Sales w h e n k e e p i n g books by e i ther t h e S i n g l e or t h e D o u b l e E n t r y Sys tem. 
I n th is system, t h e following form of Sales Sheets is u s e d : 
S A L E S O R O R D E R S H E E T . 
D a t e Sold 
Terms 
No. 
Sold to 
Street and Number. 
Remarks 
JOHN GAUCHE'S SONS, Salesman. 
Fol io 
D a t e Bi l led 
Ledger 
Check. Quantity. Price, Extension, Salesmen must not use 
these columns. 
Amount Forwarded, 
NOTE.—The size of and t h e number of l ines on a shee t are po in t s to be dec ided b y the firm. 
Fifty or one hundred of these Sales Sheets or Order Sheets , wi th serial num­
bers , a re placed in self-binders, and each sa lesman is supplied with a book which 
is numbered and inscribed wi th h i s name. Al l sales m a d e are wr i t ten on these 
shee ts , and a t t h e close of t he day , after each sale h a s been checked by t h e exam­
iner, a n d t h e goods h a v e been delivered by t h e del ivery depar tmen t , or sh ipped by 
t h e sh ipp ing clerk, t hey a re t h e n carr ied t o t h e office and t a k e n out of t h e severa l 
b ind ings of t h e salesmen and bound into one self-binding book. F r o m th i s Sales 
Book, m a d e u p of t h e dai ly Sales Sheets , t h e pos t ings a re m a d e direct ly to t h e 
Ledger , or to t h e Sales or Deb to r s ' Ledger , or Ledger A to M or N to Z, or Texas 
Ledger , etc. , when such Ledger s a r e kep t , a s expla ined on a preced ing page . 
The to ta l daily sales a re ex tended into t h e r i gh t h a n d column, which is added 
and carried forward to t h e close of the month, when Merchandise is credi ted for 
t h e aggrega te sales dur ing t h e month . 
NOTE .—The Sales Sheets or Order Sheets m a y be bound in Sales Books A to M, N to Z, or 
Texas Sales Book, e tc . , to correspond w i t h the Ledgers . 
R E V E N G E IS A C O M M O N P A S S I O N ; I T I S T H E SIN O F THE U N I N S T r U C T e D . 
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P R A C T I C A L M I S C E L L A N Y . 
C O P Y I N G B I L L S OR O R D E R S I N T H E S A L E S B O O K S . 
Some houses, ins tead of us ing Sales Sheets as above, or ins tead of h a v i n g 
E n t r y Clerks t o en te r t h e sales in t he Sales Books, have Bill Clerks who make t h e 
bills in copying ink (sometimes on the type-wri ter) and then t a k e press copies of 
them in the Sales Books, which a re used as pos t ing mediums. 
C H E C K S Y S T E M O F T R E A T I N G C A S H S A L E S . 
By this system each salesman is supplied wi th a package or book containing 
50 or 100 t ickets , wi th serial numbers , and in form as follows: 
Date Ex'd by. 
M 
Address 
How delivered 
Sold b y Am't Rec'd 
I n the book containing these 50 or 100 t ickets , t he re is a corresponding 
number of b l ank t icke ts and a carbon t ransfer sheet . A n d as t he art icles sold 
are wr i t t en on t h e t ickets , t he same is dupl ica ted by t h e carbon sheet on t he b l ank 
t ickets . The purchaser is given t h e dupl ica te Sales Ticket , and t h e original is 
re ta ined and summarized on another sheet or card, which is a t t ached to each book 
of t i cke t s , and which is in form as fol lows: 
Salesman No 
No. Sales. C A S H . 
Date.. 
DESTROY NO CHECKS. Every Check must be accounted for. 
N O T E . — T h e numbers e x t e n d from 1 to 50, or t o 100, according to t h e number of t i cke t s in 
t h e book . 
I n m a n y houses , t h e r e a re two sets of Cash Ticket Books, so t h a t t he books 
which are u sed on one day may be left in the Checking Depa r tmen t , or on t h e 
examiner ' s desk, to be checked t h e nex t day. Sometimes these books a re marked 
odd and even, sometimes wi th t h e d a y s of t h e week, a n d sometimes t h e cover color 
of those used on the even and odd days of t h e week is different. 
N O T E . — R e g a r d i n g these var ious l i t t l e detai l s , houses differ accord ing to the ideas of the 
Book-keeper or t h e Proprietors , and upon the e x t e n t and character of the bus iness . 
EVERY ONE C O M P L A I N S O F H I S M E M O R Y , A N D N O O N E O F H I S J U D G M E N T . 
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L A B O R T I C K E T S Y S T E M . 
Many p lan te r s who carry on a Genera l Merchandis ing Business in connection 
wi th t he p lan ta t ion , pay all laborers daily or weekly, in t ickets , which are payab le 
a t t h e s tore in Cash or Merchandise , as they may elect. 
This sys tem obviates t he necessi ty of keep ing regula r accounts wi th laborers . 
The Time Book is t h e only book necessary to be k e p t wi th t h e laborers . W h e n the 
t i cke ts a re redeemed a t t h e store, Labor Account is debited. 
S U S P E N S E A C C O U N T , OR S U S P E N D E D L I S T OR P A S T D U E 
A C C O U N T , OR D O U B T F U L D E B T A C C O U N T . 
I n almost every line of business t h a t h a s been in operat ion a year or more, 
t he re will be found on the books of t h e house , some accounts of doubtful value. 
On p a g e 58, we elucidated t h e manner of t r ea t i ng such accounts , when closing 
t h e books. A p a r t from mak ing t h e en t ry al lowing a cer ta in per cent . loss on t he 
doubtful debts , i t is t he custom of many business men to classify or collect 
toge the r al l doubtful deb t s under one of t he above head ings in the back of the 
Ledger , for more easy reference. 
W h e n th is is done, each doubtful account should be closed in r e d ink on t h e 
face of t he Ledger , " B y Suspense Account," and Suspense Account should be 
debi ted to A, B, etc . A n d when any doubtful debtor pays , Suspense Account 
should be credi ted on the same line on which his name is wri t ten . 
The following elucidates t h i s accoun t : 
Suspense Account. 
1892 1892 
J a n . 1 J. Jones , - - L 106 80 00 F e b . 8 Cash - 56 80 00 
4 S. Smith , - - L 207 174 00 
21 W. W o o d , - - L 320 58 10 24 Cash $20, 
N O T E . — W h e n t h e t rue v a l u e of t h e bus iness i s desired, the Suspense Account mus t he est i ­
mated , and w h e n the books are closed, an en try should be made of the es t imated loss per cent . as 
s h o w n under the head of Closing Ledgers. 
3 2 
M I R T H I S G O D ' S M E D I C I N E . 
S U N D R Y D E B T O R S ' A N D S U N D R Y C R E D I T O R S ' A C C O U N T S . 
I n houses where only one Ledger is kept , accounts of th is charac te r are 
frequently opened, and t h e accounts wi th Deb to r s and Credi tors who have b u t few 
t ransac t ions wi th t h e house are k e p t there in . E a c h Deb to r or Credi tor is given 
one l ine of Ledger space for each debi t or credit i tem, and t h e paymen t therefor, 
when made. 
(CONTINUED). 
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